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A Concise  Explanation  of  Obscure 
Points  in  the  Money  Problem 

of  the  Day. 

ID.  ^ 

« •« 

Published  in  the  New  York.  Herald  June  3^th,  iSg6. 

To  the  Editor  of  the  Herald : — 

I take  the  liberty  of  addressing  you  from  a sense  of  public  duty. 
Eminent  public  men  and  newspapers  have  presented  the  most  able  argu- 
ments in  favor  of  the  single  gold  standard  for  this  country,  and  it  is  not 
my  purpose  to  repeat  these.  Convincing  and  clear  explanations  have 
been  lacking,  however,  on  some  vital  points  which  must  be  made  plain 
to  a very  large  class  of  indifferent  or  undecided  voters  in  order  to  arm 
them  against  the  sophistries  of  silverites  and  the  fallacies  of  bimetallists. 
The  points  I refer  to  are  suggested  by  these  oft  repeated  questions  ; — 

First — Why  can  we  not  as  well  get  along  on  a silver  basis  as  on  a 
gold  basis? 

Second — Is  an  “ International  agreement”  possible,  as  to  a ratio  of 
silver  to  gold,  under  free  and  unlimited  coinage  of  silver,  and  if  not,  why 
not  ? 

To  the  first  question  the  advocates  of  the  gold  standard  have  so  far 
given  only  inadequate  replies.  Most  all  of  them  have  stated  that  we 
have  to  keep  on  the  same  plane  with  European  and  other  civilized  na- 
tions, or  with  the  great  commercial  nations,  or,  as  the  republican  plat- 
form expresses  it,  “ with  the  most  enlightened  nations  of  the  world.” 
This  leaves  the  impression  that  somehow  we  have  to  imitate  the  fads  or 
preferences,  or  even  accept  the  dictations  of  other  nations,  all  of  which  is 
quite  obnoxious  to  the  American  spirit.  It  is  small  wonder  that  the 
apostles  of  silver  did  and  do  make  damaging  allusions  to  this,  and  that 
Senator  Teller  in  his  appeal  makes  this  one  of  the  chief  points.  The  answer 
to  this  question  should  be  the  same  that  we  would  undoubtedly  give  if  we 
were  asked:  Why  do  we  use  steam  and  the  telegraph.  Would  we  answer 

that  we  do  it  because  European  and  other  civilized  nations  use  them  ? 
Would  we  not  say  rather:  We  use  them  for  convenience  and  to  meet  the 

demands  of  our  commerce.  I will  try  to  demonstrate  that  this  same 
answer  should  be  given  as  to  the  use  of  gold. 


i 
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ORIGIN  OF  MONEY. 

From  the  earliest  times  there  were  barters  and  trades,  an  exchange 
of  something  of  value  for  something  else  of  value,  or  which  was  desired. 
Direct  exchange  was  difficult,  and  with  the  increasing  needs  of  man  be- 
came altogether  impracticable.  For  example,  a man  had  a horse  to  ex- 
change, and  wished  to  acquire  fifteen  different  articles,  say  a cloak,  a 
sword,  salt,  sugar,  &c.,  each  obtainable  in  another  part  of  the  country  or 
world!  He  could  not  very  well  cut  up  his  horse  into  fifteen  different 
parts  He  had  to  get  first  something  for  his  whole  horse.  Some  sub- 
kance  had  to  be  selected  to  serve  as  an  intermediate— a medium  of  ex- 
change  to  facilitate  the  disposition  or  ac(iuisition  of  commodities  or 

services.  Metals  alone  answered  the  purpose,  first,  because  they  were 
of  use  and  value  everywhere  to  be  turned  into  articles  of  necessity,  like 
implements,  tools,  or  were  coveted  to  be  worked  into  ornaments  ; second, 
because  they  would  not  spoil  or  perish  while  in  one’s  possession  (gold  de- 
teriorates least) ; third,  because  they  could  be  parceled  out  (melted)  into 
suitable  lots  without  losing  any  value  thereby  ; and  lastly,  because  they 
were  not  as  heavy  or  bulky  in  relation  to  their  value  as  most  other  ar- 
ticles which,  moreover,  lacked  the  requisites  already  enumerated. 

Iron,  copper,  silver  and  gold  were  in  turn  used  as  media  of  exchange. 
When  iron  became  so  largely  produced  that  it  took  more  of  it  as  a me- 
dium of  exchange  than  could  be  conveniently  carried  for  small  purchases 
and  too  difficult  or  expensive  to  be  transported  for  the  making  of  large 
purchases,  then  it  got  thereby  into  that  condition  of  being  too  bulky  or 
heavy  in  relation  to  its  value— too  cheap  to  be  of  any  further  use  as  a 
medium  of  exchange.  Copper  had  the  same  fate,  although  riot  qmte 
discarded,  as  it  is  still  available  for  the  smallest  purchases.  Silver  has 
entered  the  same  course,  not  only,  as  is  generally  stated,  because  of  its 
larger  production,  but  more  particularly  because  the  immensely  increased 
commerce  of  the  present  age  requires  the  transfer  of  such  large  volumes 
of  a medium  of  exchange,  even  though  only  in  settlement  of  balances, 
that  in  relation  thereto  silver  has  become  too  bulky  and  heavy  to  be 
used  for  the  purpose. 

WHY  GOLD  is  THE. STANDARD. 

To  transport  $1,000,000  in  gold  requires  the  loading  of  two  trucks. 
To  ship  the  same  value  in  silver  requires  sixty  trucks,  entails  thirty  times 
as  much  work  to  count  or  weigh,  thirty  times  as  many  bags  and  cases 
to  contain  it,  and,  besides  all  this  expense,  a greater  cost  in  freight, 
and  the  same  work  must  be  repeated  when  it  reaches  its  destination. 
Looking  for  a comparison,  I will  assume  that  each  of  the  steam  presses 
used  by  your  great  paper  does  the  work  of  thirty  hand  presses. 
The  latter  would  take  up  thirty  times  more  of  valuable  space,  just  as 
silver  takes  thirty  times  more  room  on  trucks  than  gold.  You  need 
fewer  men  to  work  the  steam  press,  which  does  its  work  more  cheaply, 
more  quickly  and  more  uniformly.  Even  if  hand  presses  could  be  so  far 
improved  that  it  would  require  only  sixteen  of  them  instead  of  thirty,  you 
would  still  use  steam  presses.  Just  so,  when  France’s  trade  increased, 
and  although  silver  still  ruled  at  about  i6  or  15  to  i,  the  bankers  shoved 
silver  into  the  Bank  of  France  and  drew  out  gold  needed  for  shipment. 
The  bankers,  I need  hardly  say,  in  such  cases  act  for  their  customers,  the 
merchants,  who  have  remittances  to  make,  which  the  bankers  thus  pro^de 
for  in  the  least  expensive  way.  For  the  same  reason  we  shipped  gold  to 


Germany  even  when  that  country  was  still  a silver  country.  1 herefore, 
even  if  silver  could  improve  to  16  to  i and  could  be  kept  there,  gold  would 
still  be  sent  instead  of  silver. 

Thus  gold,  by  its  compactness,  its  high  value,  in  relation  to  bulk  and 
weight,  is  the  most  serviceable  medium  of  exchange  for  the  immensely 
increased  business  of  the  leading — and  growing — commercial  nations. 
Nations  most  backward  in  civilization  and  commerce  are  also  backward 
in  their  means  of  transportation  and  in  their  medium  of  exchange  for 
transfer  of  values.  When  a country  has  so  little  commerce  that  rela- 
tively few  bags  or  cases  of  silver  will  serv'e  to  settle  balances  it  may  use 
silver  for  that  purpose.  Korea  has  had  so  little  trade  so  far  that  it  was 
able  to  get  along  with  copper.  But  a country  using  many  railroads, 
steamships,  telegraphs  and  steam  machinery,  and  having  a large  com- 
merce, is  obliged  also  to  use  the  most  compact  medium  for  the  transfer  of 
values,  has  to  use  gold,  and  thus  using  it,  it  must  be  and  is  its  standard 
of  value.  A government  or  nation  can  only  artificially  change  this 
natural  outcome  at  its  own  cost.  We  therefore  inevitably  have  to  base 
our  calculations  on  the  use  of  gold,  the  most  cornpact  means  for  the 
transfer  of  values,  just  as  the  merchant  has  to  base  his  calculations  on  the 
use  of  steam  in  transportation  and  the  manufacturer  has  to  do  the  same 
in  the  production  of  commodities. 

AS  TO  AN  INTERNATIONAL  AGREEMENT. 

Regarding  the  question,  “ Is  an  International  agreement  possible  for 
a fixed  ratio  of  silver  to  gold,  under  free  and  unlimited  coinage  of  silver; 
and  if  not,  why  not?”  We  must  first  know  how  either  metal  became 
money.  In  the  course  of  time  governments  coined  pieces  of  metal  into 
equal  size  and  shape  and  certified  thereon  by  authoritative  stamp  to  their 
weight  and  fineness,  so  that  their  value  could  be  easily  and  definitely 
known.  Such  coins  were  called  money.  On  the  Prussian  silver  “thaler 
was  stamped  the  statement  that  “thirty”  of  them  are  equal  to  “one 
pound  fine”  (silver).  On  the  florins  was  stamped  “52j4”  (are)  “one- 

pound  fine.”  ^ , 

A government  in  like  manner  may  certify  to  a steamship  s horse 

power  and  tonnage.  This  would  not  make  its  horse  power  grow,  nor  can 
the  government’s  stamp  on  coins  enhance  their  value.  Indeed,  a steam- 
ship’s horse  power  may  decrease  by  long  usage,  and  so  may  a coin  de- 
crease in  value  by  loss  in  weight  from  abrasion.  We  have  seen,  there- 
fore, that  our  government,  in  selling  bonds  to  the  Belmont-Morgan 
syndicate,  stipulated  for  “ounces”  of  gold,  and  that  in  selling  the  recent 
loan  it  exacted  the  full  weight  in  gold,  as  defined  in  our  laws  by  the  word 
dollars.  The  word  dollar,  therefore,  expresses  a certain  weight  and  fine- 
ness of  gold,  or  the  equivalent. 

If  the  government  stamps  “one  cent”  on  one-eighth  cent  worth  of 
copper,  or  “one  dollar”  on  pieces  of  silver  costing  it  eighty,  seventy 
or  fifty  cents,  then  it  can  only  mean  that  it  will,  or  should,  redeem  them 
at  the  stamped  valuation  at  which  it  paid  them  out.  In  other  words,  it 
can  keep  this  copper  or  silver  on  a parity  with  gold  only  by  its  readiness 
and  ability  to  redeem  them  in  gold.  Therefore,  under  coinage,  limited  in 
amount  to  the  resources  and  credit  of  a government,  it  matters  little  at 
what  ratio  either  copper,  nickel  or  silver  has  been  minted. 

Many  persons  have  been  misled  by  the  fact  that  our  government,  with 
a '•'^limited"  coinage,  has  been  able  to  maintain  the  parity  by  indirect  means, 
such  as  making  the  silver  certificates,  which  are  warehouse  receipts  for  sil- 


/er  dollars,  receivable  for  duties  instead  of  gold,  and  by  the  methods  in 
vhich  gold  for  them  can  be  obtained  from  the  government,  through  clear- 
ng  house  checks,  &c.  The  government  also  professed  that  it  need  not  pay 
he  Treasury  notes  of  1890  in  gold,  yet  when  the  test  came  it  was  forced 
to  redeem  them  in  gold  to  maintain  their  parity  and  to  stem  a panic. 
With  ‘•'■unlimited"  coinage  of  silver  the  present  roundabout  way  of  re- 
deeming silver  certificates  would  necessarily  prove  insufficient.  The 
government  would  be  called  upon  to  directly  exchange  silver  dollars  for 
gold  dollars,  and  would  be  obliged  to  do  this  in  order  to  maintain  the 
parity  of  the  silver  ones. 

HOW  IT  WOULD  WORK. 

If  an  attempt  were  made  here  and  elsewhere  to  keep  sixteen  ounces  of 
silver  equal  to  one  ounce  of  gold,  with  free  and  unlimited  coinage,  how  long 
could  it  last?  One  man  in  each  country,  beginning  with  one  dollar’s 
worth  of  gold,  could  bankrupt  his  government.  For  the  gold  in  one 
dollar  he  could  buy  enough  silver  to  have  two  silver  dollars  coined  at  the 
mint.  He  would  exchange  these  at  the  Treasury  for  two  gold  dollars, 
thus  doubling  his  original  dollar.  Continuing  to  thus  double  his  money 
at  every  turn  with  amounts  increasing  in  a geometrical  ratio  he  would 
soon  figure  out  more  profits  than  there  is  cash  in  all  the  treasuries  and 
banks  of  America  and  Europe.  If  this  can  be  done  by  one  man  making 
one  hundred  per  cent  profit  on  each  exchange,  it  would  avail  nothing  to 
change  the  ratio  so  as  to  permit  a profit  of  only  one  per  cent.  It  would 
simply  require  one  hundred  men  to  each  make  one  per  cent,  and  the  re- 
sult would  be  the  same  as  to  the  withdrawals  of  gold.  How  long  would 
any  government  hold  out  if  thirty  or  fifty  million  people  should  attempt 
this  ? 

France,  with  the  Latin  union  in  existence,  could  not  maintain  such 
“bimetallism,”  such  keeping  up  of  a parity  between  silver  and  gold,  when 
silver  had  hardly  begun  to  depreciate  and  while  almost  the  whole  con- 
tinent of  Europe  was  still  on  an  outright  silver  basis.  It  had  to  limit  its 
output  of  silver  to  be  able  to  keep  up  the  parity.  It  suspended  the  coin- 
age of  silver,  although  still  nominally  a bimetallic  nation.  Our  country 
had  to  stop  the  increase  of  silver  by  repealing  the  Sherman  law,  or  it 
would  have  broken  down  in  the  attempt  to  keep  up  the  parity.  Even  as 
it  is,  the  limitation  came  so  late  that  it  had  to  struggle,  because  the  out- 
put of  silver  was  already  almost  too  large  to  be  kept  at  parity. 

CONCLUSION. 

Mankind  progressed  from  the  use  of  rowboats  to  sailing  vessels  and 
steamships.  It  is  not  “enmity”  to  sailing  vessels  that  makes  us  travel 
by  steamships.  It  is  no  “ unfriendly  act”  of  a great  newspaper  against 
hand  presses  if  it  uses  steam  presses.  It  is  no  “crime”  against  horses  if 
we  transport  our  goods  by  railroads  Neither  is  it  enmity  to  silver  nor  an 
unfriendly  act,  nor  a crime  toward  it,  if  other  nations  and  our  own  use 
gold  for  the  transfer  of  values.  We  will  continue  to  "use  rowboats  and 
sailing  vessels  as  well  as  steamships,  just  as  we  will  continue  to  use  cop- 
per and  silver  as  well  as  gold.  No  act  of  Congress  could,  however,  give 
to  our  sailing  vessels  the  great  and  almost  uniform  swiftness  of  our  ocean 
steamers.  Not  even  an  international  agreement  would  accomplish  it. 

n.  OCHS. 

46  Exchange  Place,  June  24. 
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